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SUBJECT: Will Brezhnev Survive?

Three independent assessments from CIA, State/INR and the American

~Embassy in Moscowall agree that Brezhnev seems to be in no political
danger (Tabs A, B, C). Each assessment is couched guarded language
as usual, but the consensus seems to be:

~-Brezhnev has far greater resources at his command than his
critics and has shored up his position in recent months,

~-He has been unusually active in preempting more and more of
Kosygin's governmental functions.

~-The public deference to his leadership is growing, He was
awarded Party Card No, 2 during the current exchange of party cards.
He receives more and more personal credit (this can be double-edged

of course).

--He seems to be careful to check with his colleagues, and not |
challenge the principa.l of collective leadership. State Dept. review completed| i

Now for some of the reservations: _ |

-~All seem to agree that the Soviet economy, and particularly the
next harvest will "complete.' Brezhnev's position if he does not show

an "average' year,

—~He will definitely have to buy grain from the US, even if there is
a good spring sowing,

w-This will increase his dependence on the capitalists and may
strengthen some of his critics.

-«In any case, the poor state of the economy has precipitated a
debate about future policy; Brezhnev will be in a position of defending a
program that is falling apart. o
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Neverthele ss the Embassy concludes: '"There is no serious danger that
his power base will be eroded in the coming months unless he is struck
by an unlikely constellation of foreign and domestic cases." (They do
not speculate on what such a constellation might be. )

We have noted only one non-governmental source that disagrees with this
estimate, Robert Congeust interprets events as a leadership crisis,

""The appointment of Dimitry Polyansky as Minister of Agriculture
comes at a time when the political struggle has reached an intensity
not seen since the defeat of the Shelepin faction in the wake of the
Six Day War in 1967." (Tab C)

This judgment reflects Conqeu.st s feeling that the leadership is agmg,
that they pursue too ma.ny compromise policies, that personnel changes
reflect increasing factidlism -~ all aggravated by an economic crisis.

He has a low opinion of all the Soviet leaders, which biases his judgment,
but he is an extremely shrewd student of Soviet politics.

* sk %
Now for some speculation,

1. One could interpret Soviet politics as the very early stages of a
succession crisis,

--This is a leadership that is approaching the end of its political life,
Clearly, the five most powerful and influential are Brezhnev, Kosygin,
Podgorny, Suslov and Kirilenko. Podgorny and Suslov are over 70; Kosygin
is 69, Brezhnev and Kirilenko are 67. None are likely successors to
Brezhnev., If we arbitrarily limit Brezhnev to age 70 he will be gone before.
the next Party Congress in 1976,

--In the present politiburo of 15 members (with 12 based in Moscow)
there are four who have been downgraded under Brezhnev (Shelepin,
Shelest, Voronov, and now Polyansky). They are a disparate group, and
probably have little in common, But they could be the nucleus of an
anti-Brezhnev coalition.
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--Brezhnev has in effect jumped a generation, promoting several
men in their forties to key positions: Katushev, the secretary with
some foreign affairs responsibilities, and Dolgikh, the secretary.
in charge of industrial affairs rose rapidly, Kulakov, who is in his
fifties was elevated to full politburo member sh1p without even serving
an apprenticeship as a candidate member.

-~This rend is more evident in the second echelon of party secretaries
in the republics. It puts enormous pressure on the politburo members to
secure their own position a gainst the new generation. But the age of the
top command means that some key replacements have to be made in the
next year or two.

2. Brezhnev's economic program is a shambles.

—-Smﬁe 1965 he has bad a personal responsibility and stake in agriculture.

His main policy has been to pour in money for mechamzatwn, fertilizers,
etc. But one bad harvest has had enormous repercussions.

--The Soviets may have to buy 40 million tons of grain in the next
three years. They will use hard currencies or credits, the overall hard
currency deficit is foreing them to sell gold -~ a policy for which
Khrushchev was attacked. And the Soviets have borrowed so much that
a high percentage of their exports are mortgaged for years to come. |

--Wages are virtually frozen despite promises of steady increases of
4-5 percent.

-~

--Potatoes and butter are being rationed. Meat is abundant because
the farmers are slaughtering cattle for lack of fodder which means a meat
shortage next year. Economic growth has slowed to about 1.5 percent,

-

--Key goals of the five year plan will not be met: chemicals, oil, gas
and light industries, ’ '

--Brezhnev's promise that consumer goods would grow more rapidly
than heavey industry, the traditional favorite, has been repudiated in this
year's plan, (This is a key political decision given the long history of
struggle over the priamacy of heavy industry.)

In sum, Brezhnev has consolidated his power on a program of prosperity
at home and peace abroad announced in March 1971. On the first count he is
very vulnerable.
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It is more difficult to know what the effect of foreign policy is on the
leadership. Many top leaders do not have any re sponsibilities for
foreign affairs, and probably simply support Brezhnev, Others,,
particularly Kosygin, Podgorny and Suslov,: share with Brezhnev the
power and therefore the responsibility for past policies, Thus they may
not be eager at their age to start a foreign policy struggle.

Brezhnev is in a position to claim that his peace program has been
successful, but it rests on the German treaty and the May summit. On
both counts he was opposed in some degree by Sehelest, who was decisively
defeated, at a time (the Vietnam blockade) when he could have made a
strong case.

It may follow that no coalition is likely to find as favorable circumstances
sn which to attack Brezhnev, On the other hand, the imminence of the
summit may have helped Brezhnev to isolate his opponents,

The major unknown is China. One has the impression that Brezhnev is
taking a tougher line in public. This has not been his record and perhaps
he is being pressed within the leadership. Inany case, he is vulnerable
because he cannot demonstrate how his peace program has strengthened
Moscow's hand against Peking. '

Indeed, one could claim that Soviet prospects in a five power balance
are poor: '

-- their relations with Japan are complicated by the territorial
question, which cannot be conceded without undermining their position on
the Sino-Soviet border controversy. Yet, they need Japanese inve stment
and technology.

-- Consolidating their gains in Europe looks better, but there is not
going to be any spectacular advance unless Bonn can be split from the EC~
or US,

<- Brezhnev is guilty of mortgaging too much of his freedom of action
to the US. Not only does he need US grain and technology, but he cannot
move in BEurope without the US, and the US is scoring heavily in China,
The impression is growing that if the USSR does not attack China, it will
be because .of fear of the consequences with the US -- a very weak image
for a Soviet leader that governs a population of 50 percent non-Russians
and is trying to discipline an increasingly diverse set of Allies in Eastern

Europe.

SECRET

No Objection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9 =




No Objection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9

. .
SECRET

One suspects, therefore, that the Soviet leadership situation is more

fluid than, say, at the Party Congress in 1971, Brezhnev has probably
passed the zenith of his personal power, if only because he is near the

end of his career, Maneuvering for the succession will intensify, which
means factionalism, Inevitalalgb this or that foreign poli cy will become

a debating point in factional, rezhnev probably has no way to turn but

to reinforce his domestic policies and his foreign policies. He becomes
more dependent on us, but at the same time more vulnerable because of it.

Questions such as MFN therefore will take on an importance all out of
proportion to their value. So will projects such as natural gas. The
summit whenever it occurs, will be pivotal for Brezhnev prospects. And
perhaps more important, to the degree that Brezhnev tilts toward the US
‘and defers dealing with China, in that degree his opposition must adopt a
conservative platform -- which could mean that the successors will be
obliged to repudiate Brezhnevism, much as he repudiated Khruschevism
after serving him loyally for 15 years,

This does not mean that we should gave' Brezhnev, but it does mean
that we are in a more complicated period than we may realize, We have
far greater leverage than he does, assuming the Vietnam ceasefire holds
up. The real question is how to use that leverage to ensure that Brezhnev
and his successors have no real options but to Ucoexist" with us and with
China.
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CENTRAL INTELLIGENCE AGENCY
Directorate of Intelligence
27 February 1973

INTELLIGENCE MEMCRANDUM

Implications of the Present Soviet Economic Problems

Summary

Faced with slower economic growth and a com-
mitment to meet rising consumer expectations and
having experimented unsuccessfully with economic
reform, Moscow has turned to the West to help re-
lieve its economic problems. Soviet dependence
on Western food and technology has grown substan-
tially. '

The bad Soviet harvest of 1972 brought to a
head a growing dependence on the West that the
above-average harvests of 1970 and 1971 had dis-
guised. Brezhnev's program for increasing meat

‘production and bettering the naticnal diet has i
created a demand for grains that cannot be met i
- from domestic production even in a year of good : i
weather. In order to fulfill their long-run goals %
for meat, the Soviets will have to import a min~
imum of 40 million tons of grains over the next
three fiscal years in addition to the 29 million

tons already contracted for in 1972.
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At the same time, the USSR is embarked on a

program of importing large guantities of advanced

equipment and technology from the West. The So-

. viets bhadly need the boost such imports can give -
. to their productivity, which has been holding down

their economic growth to a disappointing rate.
. They particularly need Western technology to help
. develop Siberia's oil and .gas resources, now that

e ks 3

(._,..‘,.\.,‘,,_..
R RSN A PR e e

e

' Note: This memorandum was produced JO%ﬂtZJ by the
_ Office of Econumie Research and the Office of Current
Intelligence.

A ———

S

—_ 005827

Sy mep
Cestd

bt | SECRET

Po At et B RS
\ L
{
i

o No Objectlon to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9




A . . ~
k -~ No Objection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9 .

No ‘Objeiction to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9

older fields are rapidly becoming exhausted, and

to increasc and improve production in consumer
industries, which are generally in bad shape. They
will probably need considerable help making the new
facilities work. To pay for these imports the USSR
is looking for credits and joint ventures which will
produce exportable goods such as oil, gas, and
timber.

There is no evidence that defense plans were
affected by 1972's dislocations in the civilian
sector or that they will be affected by similar
dislocations in the future. The production capacity
of the USSR is now so large that even a moderate

~growth of GNP can support reasonable increases in
military spending without undue strain.

The USSR can manage its probable trade deficit
of $1.8 billion for 1973 with a combination of credit
and gold sales. Any additional purchases of grain .
in 1973, which will be necessaxry if the harvest is
poor, will create pressures to cut other imports,
particularly consumer goods and perhaps Western
equipment.

Growing economic dependence is uncongenial to
traditional Soviet doctrine. The whole detente
policy has been a controversial one, and there are
some people, like Shelest, who have opposed it and
suffered politically.

Other options, however, are also uncongenial:

(L) The Soviets could try to achieve
_greater efficiency and growth through
reforms, especially in agriculture-=-
but piecemeal reforms undertaken
after 1963 did not work and drastic
reforms' have been politically unac-~
ceptable. '

(2) They could accept a lower growth
rate for GNP and consumption--but
this would mean slower growth than
in most industrial countries, which

- would lead to a disgruntled populace
at home and a damaged image abroad.
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.In th.e circumstances, the sho::.run course

" the present leaders probably will take is to make

adjustments where pressed-—-perhaps some cuts in
consumer programs Or some agricultural reforms-—-
but to try to maintain the broad outlines of cur-

rent policies,

Soviet dependence on the West does not equate
with Soviet dependence on the US. The most critical
need from the US over the next year is likely to be
grain. If the Soviets were willing to pay higher
prices and tap the markets of smaller exporting
countries, the US share of grain purchases could
be considerably reduced. If pressed for conces-
gions in other areas in return for US grain, they
would be more likely to cultivate other suppliers
especially over the long run. In the field of
technology the reliance on the West is important
and growing, but the dependence on US equipment is
relatively small as the USSR's requirements can be
met for the most part by Western Europe and Japan,

The USSR does need to expand its hard currency.
exports to pay for grain and equipment imports, and
the US is a promising large new market for Soviet
products. IE certain large joint US-Soviet projects
are not undertaken, this would mean slower.growth
of export earnings and hence the capacity to import

Western technology.

The Soviet leadership has already shown itself

- ready to increase its economic relations with, and

+o some extent its dependence on, the US in all
these areas. This policy is not without its critics.
There is a fear in Moscow that the US, more than
other Western trading partners, is prone to link
econonmic dealings with political questions. The
Jackson amendment directed at the USSR's Jewish
enigration policy is a current case in point. Those
still wary of US intentions can argue that it is
only good business to develop multiple suppliers,
and that the USSR can get most of what it wants
elsewhere in the world without the political risks,

of concentrating upon the US.

Supporters of the present policy can also ems
ploy extra-economic arguments. They can maintain
that growing economic relations with the US are part
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and parcel of a detente approach which has already
brought the USSR substantial benefits in such areas
as Europe and arms control. They can argue that
any resulting dependence will be mutual, with US
industrialists and farmers coming to rely on the
Soviet market and to lobby on its behalf. They
can also point out that it is useful and important
to develop these relations as a counter to growing
ties between the US and China. ‘

The present leaders will probably consider
that the present pace of developing relations does
not expose the USSR to undue political risks. A
different situation would arise, however, if this
year's harvest were another disaster. Should a
20-million ton requirement for grain imports arise,
perhaps two thirds of this would have to come from
the US. In an emergency of this sort (which the
Soviets would try to minimize for tactical reasons),
Brezhnev would realize that he was the supplicant
and that the US might be looking for something in
return., At various points across the range of bi-
jateral relations, he might be willing to meet the
US a ilittle more than halfway if Washington in its
furn made concessions which would save his face,
At the same time, the USSR would move to avoid
future vulnerabilities of this sort by arranging
larger future imports from‘such_other,suppliers as
Ccanada, Australia, and Argentina. Thus the US ad-
vantage would be short run in nature.

As a worst case, a disastrous harvest could //
put Brezhnev in deep political trouble. Much would
depend, of course, on how his other policies were
faring. One cannot predict how such a harvest
would affect Soviet policy toward the US; it might

~ push it forward or lead to a retreat, according to

" {he exigencies of Kremlin politics. If Brezhnev
wvere to fall, we are inclined to think that, after
a temporary retreat, his policies would largely
survive him. A total withdrawal into a fortress
Russia does not seem to be a viable alternative
for the Soviets. But if the US had sought to press
its advantage in the grain trade, the search for
other Western alternatives to US supplies would ?
become even more intense.
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" Introduction

In 1972 Soviet leaders were increasingly pre-
occupied with econcmic matters. By the end of the
year, the goals of the Ninth Five-Year Plan were in
jeopardy as problems in industry and agriculture
forced a number of adjustments in economic policy.
From mid-1972 on, the news of a failing harvest was
the major concern, and the impending downturn in
grain production was responsible for the decision
to import unprecedented guantities of Western grain.
The drought and its aftermath, however, obscured
some of the chronic economic difficulties which
have curbed Soviet economic growth since the 1950s.

The Soviet Union's central econonmic problem
is that it has passed out: of the phase of its history
in which it can rely on “"extensive" growth--growth
based upon larger and larger increments of labor and
fixed capital. Since the 1950s the returns to new
investment have been declining steadily. Other
countries have grown at high rates without increasing
- capital stock very rapidly; their growth has been
supported by substantial productivity gains. These
productivity gains--based mainly on technological
progress but also on innovations in organization--—
have been much less influential in Soviet growth
during the past 15 years or SO. Since the present
Soviet leaders assumed power, they have been trying,
but with indifferent success, to spur the growth
in productivity by internal reforms and foreign

contacts.

A second, continuing economic problem for the
Soviet leaders is the need to improve the lot of
the Soviet population. In so doing, they have had
to alter the traditional pattern of Soviet economic
.- growth in favor of sectors which are less efficient

"and more costly to develop. Brezhnev's commitment
to expand meat production is the most striking ex-
ample of the effect of some congumer-oriented pro-
grams on economic growth. The demand for meat
" {and other high quality foods) has been rising at
a very high rate as the incomes of the Soviet pop-
ulation have grown. While the growing demand fox
meat is a world-wide phenomenon, the cost of pro- -
ducing meat is far greater in the USSR than almost

-5-
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_anywhere else. For example, the USSR needs about
twice as much grain as the US to produce a given

. amount of meat, and, at existing retail prices,
meat production is heavily subsidized. Moreover,
it takes far more grain to feed a population with
‘meat instead of bread, and the USSR has- always had
difficulty in growing enough grain even for a
bread-based diet.

Thus, the USSR must deal with two separate
economic problems in the coming year. First, it
must overcome the shortages resulting from the
bad harvest of 1972--this is the problem which has
absorbed much of the leadership's attention since
- last summer. Second, in the longer term it must
make capital and labor more productive in both in-
dustry and agriculture. If the USSR cannot ac-
celerate the pace of productivity growth, it will
be unable to prevent a continuing slowdown in eco-
nomic growth.

-
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1972--2 Disappointing Year

Tn 1972, a poor harvest and an accumulation of
chronic economic problems reduced the rate of growth
of Soviet GNP to 1.5 percent--the lowest rate of in-
crease since 1963. This compares with an average
apnual increase of about 5.5% in 1966-70 and 3.5% in
1971 and must be particularly galling to a leadership
whose main shibboleth is economic growth. Almost
all sectors shared in the decline, but the drop in
farm production and a slower growth in industrial |
production were most at fault (Figure 1). The slow- §
down leaves attainment of the goal of overtaking ;
the United States as distant as it was a decade ago
when Khrushchev announced it as imminent.

" Agriculture--The Leading Trouble Spot

An abrupt decline in farm output was largely

responsible for the slump in over-all economic
“growth in 1972. Net agricultural production dropped
almost 7% below the 1971 level, and grain output
fell by about 10%. Although Soviet leaders have
blamed most of their problems on the weather, it
shounld be noted that 1972 was a poor agricultural
vear chiefly in comparison with the peak year 1970,
a year well-favored by climatic conditions. Even
though the percentage decline in crop production

was one of the largest in 20 years, the total value
of farm output and even grain production were still
_greater than in all but one of the years of the
1960s. Grain production was only 10 millien tons

or 7% below the level that would have been predicted
on the basis of long-term trends and normal weather.

The drop in agricultural production in 1972
resulted from an unusual streak of poor weatheXx
throughout the growing and harvesting season. First,
a lack of snow cover combined with extreme cold in .
late January and February killed almost one third
of the area sown to winter grains. These grains ° f
usually provide almost one third of total Soviet |
grain output. The USSR planted a larger than nor- S

‘mal area to spring grains to make up for the winter=-
kill, but the "worst drought in 100 years" curbed
their germination and growth in European Russia.
Record crops in the "Virgin Lands" of Kazakhstan E

—7—- ) ' }
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and Siberia prevented a complete disaster, but the
harvest was late. As a consequence, a good deal

of the grain was gathered in rain and snow, reducing
its quality. =

The grain and potato crops, both of which were
down, are the core of the Soviet diet and are also
essential to the production of meat, milk, and eggs.
But the drought also damaged sugar beets and sun-
flower seeds, the country's primary source of vege-
table oil. In fact, the output of all important
crops except cotton fell below the levels achieved
in 1966~70. The output of livestock products failed
to match the vigorous growth achieved in 1971, largely
because of tight feed supplies. There was llttle
slaughtering of livestock, however, such as occurred
on a massive scale after .the poor harvest of 1963
because of feed shortages. By the end of 1972 the
nunber of cattle exceeded the previous year's level,
while the decline in hogs, sheep, and goats was held
to reasonable proportions.

What made the drop in grain production so criti-
cal was that it came at the same time that the demand
for grain as livestock feed was increasing rapidly.
Use of grain for food has hardly changed for over a
decade, but the use of grain as livestock feed in-
creased by roughly 40% between 1968 and 1971 as a
result of Brezhnev's 1965 program to provide more
meat and other quality foods. By 1969-70, produc-—

. tion of grain was not keeping up with demand because
of the requlrements of the Brezhnev program. Since
imports were low in these years, there were deep
inroads into the government s reserve grain stocks.
In 1969-70, about nine million tons of wheat were -
released from these stocks for livestock feed, prob-
ably reducing them to a dangerously low level.

Thus, the fall in grain output in 1972 left
the reglme only two choices--to cut deeply into
Brezhnev's meat program or to import large amounts
of grain from the West. The decision to do the
latter clearly shows the hlgh prlorlty the present
Soviet leadership gives to improving consumer wel-
fare. The USSR spent roughly $700 million in hard
currency to purchase large quantities of grain,
sugar, and meat in 1971 and early 1972. Even before
the full extent of the damage to last year's grain

@
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crop became apparent, +he USSR bought $250 million
worth of wheat from Canada and promised to buy at .
least $750 million of US grain over a three-year
period (and at least $200 million in the first year) .

All told, their purchases of grain for delivery
by mid-1973 reached about 29 million tons, worth
about $2 billion in hard currency. This amount is.
equivalent to roughly two thirds of total Soviet
imports from the Developed West in 1971.

Industry and Construction Lag Too

~While feeling the repercussions of the harvest,
the industrial sector was having problems of its own
last year. Continuing - a slump begun in 1971, in-~
dustrial output grew by no more than 4.5% in 1972--
the smallest annual increase since World War II.
Although a number of industries slowed, the largest
slowdown was in the production of machinery and
consumer goods. The oil industry did not meet its
production goal for the first time since the early
1950s, largely because of an unexpectedly rapid
depletion of older fields. The gas industry's
production increase last vear was the smallest since
1959, and some pipeline construction tasks were not

completed on schedule.

‘The USSR's agricultural situation hurt industry
by reducing the flow of some raw materials and by
‘diverting resources away from industry. Industry
in 1972 was already on short rations with respect
to sugar beets, sunflower seeds, milk, and wool as
a consequence of the stagnation or decline of 1971
production. In addition, the above-normal manpower
and transportation requirements of the 1972 planting
and harvest periods probably held down industrial
activity. More industrial workers than usual were
detailed to support the farm work, and industrial
supply must have been interrupted by the roundup Of
trucks for agricultural work and especially by the
heavy load that the grain harvest in the east and
the grain imports put on port facilities and the
rail system.

Industrial growth was also held back by the
failure to increase productivity and to introduce
‘new plant and equipment on schedule in key sectors.

-9
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The plans for 1971~72 explicitly called for an ac-
celeration in productivity growth through the in-
troduction of new technology rather than by raising
the rate of investment. These plans were not real-
ized; gains in the productivity of labor and capital
in both 1971 and 1972 amounted to about 0.5% per
year, considerably less than those required to keep
industrial production in line with the five~year
plan goals. The productivity plans were frustrated
for the usual organizational and political reasons:
inefficient management practices, a -cumbersome
planning system, and the overriding priority given
to increasing the quantity of production as quickly
as possible to the detriment of efficiency and
quality. Introduction of new technology-~the key
to increased productiviqy——haSHbeen slow.

The construction lag in 1971~-72 was not the
result of a failure to provide enough investment;
almost one third of the nation's gross national
product goes toward this end. The problem lies |
rather in a failure to complete investment projects
on time. New projects readied for use in 1972
fell 5.7 billion rubles short of the planned 93.1
billion rubles, adding another 6% to the backlog
of unfinished construction (10.3% had been added
the previous year). As a result, the growth in
new plant and equipment dropped to about 6% in
1972 compared with an annual average increase of

' 8% in 1966-71.

In recent months both Premier Kosygin and
State Planning Chief Baybakov have publicly de-
nounced this investment logjam. In his annual
speech to the Supreme goviet last December, Bay-
bakov complained of the "lag in the commissioning
of production capacities, especially in ferrous
metallurgy, chemicals, o0il, gas, and light in-
dustries..." Earlief, in a speech to the State
Planning apparatus, Kosygin called for a halt to
wunwarranted capital investment" and charged that-
too many new projects were begun without fully
using existing facilities. Although construction
lags seem endemic in a "planned" economy, the tend-
ency to start. too many projects may have been worsened
by the economic reform of 1965 which allowed more
jnvestment decisions at the local level at the ex-—
pense of central control. Decentralized investment
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grew at an average annual rate of almost 13% in

'1966-70, diverting resources away from centrally
planned projects and causing "unbalanced capital

development." In an effort -to regain greater cen-
tral control, the growth in decentralized invest-
ment was cut to 8.2% in 1971 and 2.2% in 1972.
Nevertheless, the response in terms of project com=
pletions has been unsatisfactory. The construction
gsector was not entirely to blame, however. Project
completions in some industries—-especially in the
light, food, and ferrous metals industries--were -
delayed by the fallure of industry to provide the

necessary equipment on time.

. The Consumer Suffers

Last year must have been disappointing to the

Soviet consumer who has been consistently told since

x

1971 that his welfare is now the prime concern of

the state. It was small comfort that the leadership

took unusual measures to insulate him from the poor
harvest or that the traditionally favored growth-
oriented sectors also suffered. He was only aware
+hat his rising expectations had not been met.

In 1972 per capita consumption rose by 3% com-
pared with about 5% per year in the preceding six

years. The poor harvest held back food consumption,

but no one went hungry. There were sporadic food
shortages, but the massive grain purchases from
the West and imports of potatoes and some vege-

tables from Poland and East Germany eased the situa-

tion. The government also maneuvered to extract as
much farm produce as possible from the private sec-
tor. At the same time, the gsoviet press launched a
nationwide campaign to save bread, and food sales
were rationed selectively. It also became apparent
that the welfare package introduced at the 24th
Party Congress in 1971 was not being implemented .
on schedule. Plans to raise minimum wages and to
cut income taxes have been delayed, and some of the
more "expensive" features of the package may have

even been shelved.

-11-
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ECONOMIC IMPACT

Internal Economic Policy in 1973

As the Soviet planners watched the discouraging
events of 1972 unfold, they had to decide on the ad-
justments to make in 1973. The Ninth Five Year
Plan had placed unusual emphasis on bettering the
lot of the consumer—--that is, consumption and con-
sumer-related sectors such as agriculture seemed
+o be on a more equal footing with heavy industry
and investment. Over-all growth was to be main-
tained by rapid assimilation of new technology and
the consequent productivity gains rather than by
accelerating growth of capital stock.

The plan for 1973, anhounced last December,
revealed that the leadership had decided to retain

_ the original five-year plan targets and basic pri-

orities while making major revisions in the 1973
goals. The revisions were intended to rectify past

" errors and get the economy back on track, although

this would mean a temporary distortion in sectoral
growth rates. This year's GNP growth target is

" about 7%, in sharp contrast to the 1.5% achieved

last year. The planned recovery depends mainly on
a 12.6% increase in farm output and an accelerated
industrial growth rate of 6.7%. Goals for oil and
gas, chemicals, and some consumer and machinery

' Jtems were cut in recognition of raw material short-
ages or lags in the expansion of production capacity.

The new plan is specifically designed to deal .
with the knotty investment problem. First, it calls
for a stringent limit on new construction starts.
Investment resources are to be concentrated on pro-=

_fjects which are already under way and on those
twhich are decisive to the fulfillment of the Five-

Year Plan." To this end, the growth in total in-

 vestment in 1973 is to be held to 3.5% compared
with the nearly 9% implied in the original plan. o

Secondly, more investment resources will be allo-
cated to the parts of the economy in which projects.
are most behind schedule. Consumer~criented sectors
such as the processed food and light industries and
agriculture will receive an increased share of in-

_vestment allocations.
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Thus, policy statements and investment targets
indicate that there will be a continued emphasis on
improving living standards. The expected shoxrtages
of agricultural raw materials and the construction
delays which have restricted the production of con-
sumer goods, however, will force a temporary retreat
in the consumer program. In particular, meat pro-
duction is not scheduled to increase appreciably in
1973. The volume of retail trade is slated to in-
crease by 5% in 1973, compared with 7% in 1972.
This slowdown in turn forces a change in income
policy. 1In order to avoid further inflationary
pressures, wage increases are hopefully to be held
to about half the rate achieved last yeax.

There is no evidence that defense plans were
affected by 1972's dislocations in the civilian
sector. The military has always been favored and
largely protected from short-run fluctuations in
output. Moreover, the production capacity of the
Soviet Union is now so large that even a moderate
growth of GNP can support reasonable increases in

‘military spending without undue strain. The an-

nounced 1973 defense budget of 17.9 billion rubles
is unchanged for the fourth year in a row, but this
figure does not include a number of allocations |
normally associated with defense. The most signifi-

. cant exclusion is military research and development,

which is funded principally from the science alloca-

. tion. Soviet science outlays in 1973 are scheduled

to be 7% greater than last year. It is estimated
that total Soviet defense spending in 1973 will be
about 3% higher than in 1972 and will amount to the
equivalent of about $82 billion.:

Last year's difficulties in the farm sector
severely tested the leadership's dedication to its
expensive livestock program, but recent policy state-

' ments and the new plan goals indicate that they will

continue the campaign at least through 1973. The
poor harvest last year, however, makes it practically
impossible to fulfill even the modest program for

the livestock feed base outlined in the 1971-75

plan. With average weather, they would still have

to import a minimum of 40 million tons of grain im-
ports over the next three fiscal years to meet the
long-term livestock and meat goals. A number of
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prominent Soviet trade and agricultural officials
have recently admitted to US visitors that the USSR
will require long-term food and feed grain imports
from the United States "even 1f we have good har-

vests."

Meanwhile, the 1973 grain crop is off to a
poor start. Last fall, the area sown to winter
grains was one-fifth less than planned because of
excessively dry soil. Very little snow has fallen
this winter in the major winter grain areas, and
as of the first week in February there was insuf-
ficient snow cover to protect-the‘seedlings from
the low temperatures. 1t is 1likely, therefore,
that the winter grains have already suffered an
above~normal amount of winterkill. To recoup
winter losses and make up for the shortfall in
fall-sown area the Soviets must sowW more than 100
million hectares to grains this spring~-a recoxd.
If they fail to meet the spring seeding schedule
and encounter only average growing conditions, the
chances are slim for a big increase in production
above last year's_disappointing harvest of 134
million tons of usable grain.

- The Effect of Another Bad Harvest

If a grain crop of 140 million tons or less
is harvested in 1973 (as opposed to a "normal" crop
of 150 million tons), the leadership will have to
make some disagreeable decisions. With a crop of
140 million tons, they could decide to support the
meat program again with total imports of grain that
could run as high as 20 million tons. At the higher
world prices now prevailing, the total cost of im-
porting grain on such a scale in FY 1974 would equal
the cost of the purchases made for delivery in FY
1973 (about $2 billion)}. It is quite possible that
the Soviet leaders would not be willing to make this
expenditure. With a short crop, however, & failure
to import sufficient guantities of grain would mean
that livestock would have to be slaughteredv—ensuring
serious meat shortages in the following years. AS
the meat queues lengthened, the leadership would
have to decide whether formal rationing should be
substituted for the hit-and-miss allocations re-
sulting from the queues. Alternatively, they could
raise meat prices to avoid the administrative costs
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first-serve system of distributing the available

supply of meat. In deciding how much grain to buy

in the event of a poor harvest, the leadership

would have clearly in mind the civil unrest that

accompanied Khrushchev's decision to raise meat '
prices in 1962 and the part that meat supplies and. ﬁ
prices had to play in Gomulka's fall from power in

Poland in 1970. Very probably, they would not aban-~

don the meat program completely; rather, they would ;
reluctantly accept a lower rate of growth in meat '
production.

1}

‘ i

of rationing or the unfairness of a first-come }
)

f

"

{

Foreign Trade and Payments Policy in 1973

One of the consequences of the bad harvest is
a considerable increase in the USSR's dependence on
the West for food supplies as well as advanced equip-
ment and for credit to finance the purchases. As a
result of the massive grain purchases the Soviets
will have a record hard currency trade deficit of
about $1.8 billion in 1973 compared with an estimated
$600 million in 1972. (After the 1963 harvest dis- )
aster, the 1964 deficit was only $533 million). %
Besides the $1.6 billion represented by contracts ;
already concluded for grain to be delivered in 1973,
the gap between earnings and outlays of hard currency
will be affected by large imports of sugar, recoxd
acquisitions of Western plant and equipment, and
.possible new grain purchases in the last half of
1973 (assumed to be about six million tons worth
about $500 million).

'As in 1972, the 1973 hard currency deficit will
be financed by a combination of gold sales, credits,
and trade adjustments. Up to 200 tons of gold worth
$400 million could probably be sold in 1973 without
depressing its price below the average 1972 level.
Sales of this magnitude '‘would be about equal to
annual productlon (net of consumption) and would
leave Soviet gold reserves unchanged at about 1,600
tons. The major source of financing, however, Wlll
be credits, and ample amounts are available through-
out the West. The European money market has a sur-
plus of funds for short- and medium-term borrowers.
Moscow's Western-based. banks also can attract con-
sxderable funds at prime rates. In negotiating to
buy grain in the US, the Soviet Union will surely
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continue to ask for more favorable credit arrange-
ments than have been offered thus far. The United
States has emerged as an important creditor in 1972
and 1973, extending about $500 million of Commodity
Credit Corporation funds, 'and US and Japanese banks
and financial houses are exploring ways in. which
they can increase their roles in financing soviet

trade.

The Soviets have tried to prevent the hard
currency deficit from interfering with their plans
to import Western equipment and technology. There
was no clear evidence of a cutback in 1972. In the
second half of the year, the volume of new orders

. declined somewhat from the very high level recorded
in the first six months, but large orders for such
equipment continue to pe signed. Some of the orders
involve long-term and self-liguidating credits (re-
payment in kind) and do not bring immediate pressures
to pay. The proposed‘US—Soviet LNG project and the
Japanese-Soviet projects for developing natural gas
and oil deposits are examples of exchanges that have
no necessary impact on hard currency reserves. The |
_grain_purchases‘put pressure mainly on the USSR's
short-term payments position. In 1973, however, as
short-term indebtedness increases, it will become
increasingly difficult for Moscow to avoid some im-.
port cuts. Although the USSR could finance the en-
tire likely deficit, and perhaps more, solely with
gold sales and credit, it will probably also make
" some adjustments in its trade. Imports of consumer
goods and othex items that are paid in cash are
"likely candidates for trimming. If the harvest is
bad and massive additional grain imports are nec-
essary, cuts in other imports are certain.

In any case, even given average weather agri-
cultural imports will continue to be a major balance-
of-payments burden. The indicated grain import re-
guirement might be about 12 million tons a year
(worth more than $1 billion), assuming a continued
priority for the original Brezhnev livestock program.
The prospect of continued imports of grain of such
a magnitude may well occasion a re-examination of
the long-run wisdom of the meat and consumption
programs associated with Brezhnev's leadership.

~-16-

SECRET

No Objection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9

e s e e, S e




SECRET

'+ No Objection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9

-*

" Longer-term Economic Outlook

Soviet economic growth should turn upward in
1973 because farm output will recover--unless another
streak of bad weather intervenes. If average weather
prevails over the next few years, GNP should grow by
5% to 6% per year. Even so, the average rate of
~growth in the first half of the 1970s--perhaps 4
to 5% per year--would be significantly lower than
it was in 1966-70. This is about average for an
industrial nation, but unimpressive considering
the USSR's comparative economic backwardness and
the effort it is making. The USSR almost surely . -
would have to abandon many of the agricultural P
' goals and some of the important industrial. goals L
set out in the 1971-75 plan. . {

In the longer term, the USSR will be hard
pressed to sustain a rate of growth as high as 5%
per year., The rate of growth of the labor force
has slowed and a growing share of all workers is
to be employed in the service sector. At the same
time, technological progress has not been rapid
enough to offset the declining returns to net in-~
vestment, and there is no evidence that the Soviet
Union is finding or will soon find a solution to
this problem.

Tn both industry and agriculture low produc-
tivity is caused by organizational factors which
discourage efficiency and inhibit the introduction
of new products and methods of work. Upon assuming
power, the present leadership probably believed
that managerial reforms could bring about larger.
and continuing productivity gains. Then, their
attempts to introduce reforms after 1965 were frus-
trated by the defects of the reform proposals, the
opposition of the economic bureaucracy, and the
fear of decentralization as a threat to party con-
trol. Some careful experimentation with new mana-
gerial methods has continued, such as the applica-
'tion of computers to planning, but political con-
trols have prevented public discussion of any com-
prehensive reform programs relevant to solving

_economic ills in the near term.
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As the interest in internal reform dwindled,
the interest in economic ties with the Industrial
West increased. The Soviet leaders believe that
the shortcut to technological progress and accel-
erated growth in productivity lies in importing
western machinery and technology while promoting
other technical exchanges. If carried on consist-
ently over a long period of time this policy will
upgrade Soviet economic performance, particularly
in terms of the quality of production. Indeed, the
most dynamic sectors have depended crucially on im=
ports from the West-~for example, chemicals and
motor vehicles. Still, the imports will not result
in a marked increase in the rate of growth of GNP
over the next several years because the contribution
of western machinery to total investment is rela-
tively small and limited by the USSR's ability to
secure a growing volume of long-term credits. 'In
addition, western technology is not always easy for
the Soviet managerial system to assimilate.

Many industrialized countries would welcome a
steady growth of national product amounting to A%
to 5% per year, but the Soviet Union would find it

_hard to abandon the idea that the socialist model
provides more rapid development than the arrange-
ments of other industrial nations. In the face of
falling growth rates, some officials might be tempted
to rely on a higher rate of investment. In the re-
cent past, however, this policy has not been success-
ful in boosting growth. While some proponents of
industrial growth probably feel that the agricul-
tural investment program, for example, has been too
expensive, a rxadical shift in priorities away from
agriculture or the production of industrial consumer

goods would be risky from an economic standpoint.
The cooperation and productivity of the labor force
depend on continued progress in living standards,

. especially steady improvement in the diet. On the
other hand, the effort to maintain planned rates of
growth in consumption clearly will involve increasing
dependence on the West, and in particulax the United

States, for grain. °
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- goviet Dependence on the US

Soviet dependence on the US is considerably
less than its dependence on the West in general,
The most critical need over the next year is likely -
to be for grain. The larger the grain regquirement
fhe larger the share that would probably have to
come from the US. If the requirement were around
12 million tons, about half would have to come from
the US:; if it were 20 million tons, perhaps two
thirds would have to come from the Uys. If the So-
viets were willing to pay significantly higher
prices and tap the markets of smaller exporting
countries the US share of grain purchases could be
considerably reduced. Particularly, over the longer
term, the Soviets could encourage substantially
higher production in Canada, Argentina, Australia,
etc. with the help of long term contracts. To the
extent that: the Russians were pressed for conces-
sions in other areas in return for the purchase of
US grain, they would be the more likely to cultivate

other suppliers.

The reliance of the USSR on the West for ad-
vanced equipment and technology is very important
and growing., Howevexr, the dependence on US egquip-
‘ment is relatively small. By far the largest part
of USSR requirements for production equipnment can
be met by Western Europe and Japan, often at lower
prices and with comparable quality. In a few im-
portant cases the US enjoys a substantial tech-
nological lead: for example, oil production and:
exploration equipment, advanced integrated cir-
cuits, high capacity data processing equipment, and
a few specialized types of equipment for truck pro-
duction. In these cases the USSR would prefer to.
buy from the US, but the demands are postponable.

Other than as a source of grain, the most im-
portant potential role of the US in Soviet eyes is
as a market for raw materials and a supplier of
credit, equipment, and technology to develop them.
The USSR badly needs to expand its hard currency
exports to pay for grain and equipment imports.
The joint ventures to develop Siberian gas offer
the best hope of dollar exports OVer the long xun.
Barter arrangements--~for example, nickel for ma-
chinery--might also hecome important. There are
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other Western markets for these Soviet materials--
notably Japan--and other sources of credit and
technology. But if joint US-Soviet projects are
not undertaken, expansion of Soviet hard currency
exports will almost certainly be considerably de-
layed. In the long-term this would mean a sub-
stantially slower growth of export earnings and
hence the capacity to import Western technology.

Thus the principal areas of Soviet economic
dependence on the US can develop only in the long
term, and will then also involve a growing US eco-

nomic dependence on the USSR. Substantial US~Soviet

economic links will increase the Soviet investment
in good political relations with the US; at the same
time, their development reduires that reasonably
good relations be maintained for many years. Al-
though the US bargaining position is currently
strengthened by the large Soviet dependence on US
grain, this major US advantage may not continue

‘beyond the next year or so and its value as a bar-
. gaining tool is, therefore, limited.

" The Political Outlook

Fundamental weaknesses in the performance of
the Soviet economy guarantee that, even with an
average harvest in 1973, the leadership will face
difficult questions concerning several inter-
related issues: the goals for economic growth,
adherence to the agricultural and consumer programs,
managerial reform, and economic dependence on the
West and more particularly on the US. Even with
normal harvests, the future needs for foreign grain
that will be necessary to support present programs
should become even more apparent to the leadership

“by this summer and the chronic nature of the problem

will focus attention on the wisdom or practicality
of basic policies.

The situation can only complicate Brezhnev's yf
political life. This is all the more so because he
has so strongly advocated the agricultural and con-
Sumer programs that are now beset by difficulties.
For example, although Brezhnev at the Party Congress
justified at length the new policy of consumer goods
production growing faster than producer goods under
the five-~year plan, it appears that this in fact

will not occur.
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There has been political fallout from the poor
harvest. Polyansky was demoted from first deputy .
premier to minister of agriculture and the incumbent
minister, Matskevich was removed. Brezhnev has far
_greater political resources at his command than de
his critics and he seems to have shored up his posi-
tion for the time being through his successful
harvest-boosting trip to the Virgin Lands and Cen-w
tral Asia last fall and through- Polyansky's demo- ;
tion. Nevertheless, Polyansky's demotion means the B v
slippage of a once staunch ally of Brezhnev's. sl
Moreover, it leaves an opening for first deputy
premier to be fought over. y//

The situation favors ‘a revival of public dis~
cussion of some policy issues. Polyansky's move
could encourage greater efforts to pare down the
large agricultural investments he has championed
and to press for administrative reforms he has
fought. Advocates of some current experiment and !
veforms in managing +he industrial economy will
‘become more active, and institutional reorganiza-
tion, a traditional panacea in Soviet eyes, will
attract more attention. ' | :

As the Soviet leaders realize how their depend-
ence on the West for grains and technology is grow-
ing and promises to grow in the future, they will
face two particular questions on the wisdom or ac-
ceptability of the dependence itself. They must
consider how much to rely on U§ sources. They must
also contemplate whether they will be pressed to .
pay for such reliance with political concessions
and, if so, how they should respond.

One group will f£ind dependence in general dis-
gasteful and reliance on the US especially so. As
late as 1968 Brezhnev himself spoke in public for _
this group, arguing against over-reliance on West- }f
ern technology. The continued strength of this
dogmatic school of thought, which Brezhnev has since
abandoned in foreign reiations, is shown by the

- rigidity that has been maintained concerning in-
ternal policies and controls even as detente has
developed abroad. Officials of this frame of mind
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will argue against reliance on US supplies and will

" ¢ite the opportunity this will provide the US for

demanding political concessions~~for example, the
Jackson amendment. They might also argue that it
makes good commercial sense to bargain multiple sup-
pliers off against each other and that in any event |
their needs could be met by Western Europe and Japan.

The majority of the current leadership, while
sharing these concerns, believe that in economic
terms the US is the best source of certain supplies
wanted by the Soviet Union. Improved economic re=
lations with the US is popular amond many Soviet
bureaucrats and citizens. Some leaders will argue
that the dependence will he mutual since US farmers
and manufacturers are greeay for markets and can
present their case to ¥he US administration. The
intense interest shown by Brezhnev, Kosygin, and
other top leaders in.the LNG deal is motivated in
part by an assumption that this kind of agreement
will increase mutual dependency. These leaders
will also maintain that concentrating on the develop~
ment of US-Soviet economic relations furthers their
‘political interests vis—-a-vis the US and acts as a
counterweight to_growing relations between the US

and China.

Although many economic questions may be up for
debate, an agricultural year that is no worse than
average will make it easier for the top leaders to
maintain ultimate control over the issues and ma-
neuvering and thus to protect their own positions.
Changes, in this case, would more likely be confined
to leaders of secondary OX tertiary rank and to eco-
nomic measures of largely internal significance.

. As unwelcome as lower growth rates and economic de-

pendence on the West, and the US in particular,
might be, Brezhnev and the leadership as it now
stands would be loath to abandon the agricultural
and consumer programs entirely, considering the
consequences this would have on their own political
credibility, popular morale, and internal controls.
Given an average agricultural year, they will prob-
ably'opt'for-making compromises in their economic
goals: where necessary but retaining at least the
general direction of present policies.
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This outcome would have a double meaning in
foreign affairs. Lackluster economicperformance,%

should further encourage Brezhnev and other leader
to seek "successes" in the conduct of detente pol-
icies abroad and to cultivate economic relations
with the West that promise help in relieving do-
mestic deficiencies. In particular the Soviet
leaders will probably continue to turn to the US
to supply a growing number of economic needs. On
the other hand, sericus setbacks in foreign affairs,
particularly in relations with the West, would be
all the more painful to Brezhnev, especially as

they could further call into questicn the whole
complex of inter-related programs he has pursued.

Specifically how might economic reliance on
the US affect Soviet behavior? The most likely
consequence would be to encourage restraint in the
conduct of foreign affairs that touch the US. Thus,
considering the state of US-Soviet relations, there
are some things that the Soviets might simply choose
not to do, for example, taking a provocative stance
in support of some allies such as North Vietnam or
Cuba.

While growing reliance on trade with the US
will increase Soviet motives for being conciliatory
on other issues between the two countries, it is
very unlikely that this will lead them to make major
concession in other areas. Economic interest has
been a motive throughout in the Soviet pursuit of
detente., It has been difficult to distinguish, how-
ever, the effect of this interest on Soviet diplo-
macy from the effect of other principal motives, such
as their goals in Europe, their distrust of China or
.. the political play in Moscow. This will continue to
obtain even if the economic factor grows somevhat.
Moreover, “the Soviet leaders will resist, as they
have 'in the past, discussing linkage between eco-
nomic relations and specifiic points at issue in
other areas. They will do this not only to avoid
a poor bargaining stance but also because they will
be wary of those political forces at home who are
distrustful of detente and especially of this kind
of vulnerability. Finally, the Soviet leaders would
probably. conclude that important political conces-
sions to the US are unnecessary for economic reasons

o
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since they can obtain most of their import needs from
Western Europe and Japan, and that US domestic
agricultural and industrial interests are anxious to
expand their goals in the Soviet market, ‘

Nevertheless, Soviet eagerness for expanded
economic relations with the US will probably con-
tinue to make the leadership willing to accede to .
some modification of policy when circumstances create
a direct linkage to economic guestions--for example,
the Jackson amendment. The modification of the laws
on the education tax for emigrants last year illus=-
trates the type of concession and the general range
of flexibility that may be expected in the future.
Likewise, major advances in US-Soviet economic co-
operation would increase the pressure from the US
to enlarge the scope and freedom permitted business-
men operating in the Soviet Union, and some give
would be likely from the Soviet side on this matter.

Worst Case

in case of a bad harvest, however, the magnitude
of the economic problems and the politically unsat-
isfactory nature of any of the possible measures for
dealing with them would clearly exacerbate tensions
within the leadership. Regarding the populace, the
relative austerity that would obtain for a second
year in a row would cause a sag in morale and per-
haps even some instances of public unrest. AS a
result, among the political elite, interest in new
policy courses and even new faces at the top would
rise.

This kind of internal situation would naturally

. affect the conduct of Soviet foreign affairs. A
loss of self-confidence-in dealing with the West
would tend to deter the Soviets from making new .
agreements, although, for lack of a viable alter- o
native, large imports of Western grain and machinery
would continue. A strong challenge to the present
leadership might for a time freeze Soviet policy in
its present course, rendering it incapable of taking
new initiatives or responding flexibly until domes-

. tic politics were sorted out.
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Although their economic needs from abroad and
particularly the US would mushroom, the Soviet
leadership would probably not be in a position to
act on them in any comprehensive way, much less. to-
agree to inmportant diplomatic concessions in this
connection. If in fact a political crisis of this
sort arose and then wvas resolved, the eventual im-

. plications for foreign policy——a reconfirmation of
+he detente line or a retreat from it--would depend
on who won. In this connection, the objective need
for fuller economic relations with the West would
be a_powerful‘though not necessarily decisive argu-
ment on the side of those defending the present

line.
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INR/RES ~ Kenneth A. Kerst

Brezhnev's Power Position Since the May -Sumit

Since the May Summit, Brezhnev's track record has been mixed. If

the Soviet Union were a truly parliamentary power, his illness last
~fall combined with several policy setbacks could have generated no-
confidence votes and it is conceivable that one may have carried. |
However, available evidence suggests that Brezhnev has further enhanced
his primacy in the wake of the Sumiiit. To be sure, this makes him

more responsible for policy failures as well as successes and thus
presumably more vulnerable to criticism, but his performance indicates
that he is an extremely difficult man to back into a corner. Thus, ‘
we conclude that, barring major policy reversals undeniably attributable
to him, Brezhnev will remain as primus inter pares at least for the
immediate future. We suspect, however, that as a careful politician,
he will take more than usual care to assure that he has the concurrence
of his colleagues in future moves. :

Brezhnev's Health: A Major Question Mark

Last fall, Brezhnev was unable to exercise fully his responsibilities
for virtually two months bacause of 111 health. The exact nature of his
ilIness remains unknown. Moscow sources have passed the word that his
loss of weight and difficulty in climbing stairs so visible at the November
Revolution ceremonies, which were delayed several minutes until he arrived,
were due to lumbar probiems. The latest analysis based on close
observation points to a hernia operation which was possibly followed
by pneumonia. dJudging from reports from the January 11-12 Franco-Soviet
Summit in Minsk, however, he appears to have recovered fully.

Brezhnev's illness was never mentioned in the Soviet press. 1In
fact, while he was absent, the usual status indicators -- pictures,
citations in speeches, mentions in editorials -- remained at a high
level, suggesting that his colleagues, rather than acting like a pack
of jackals intent upon bringing the wounded down, were instead more
concerned with preserving his image as the leader. -

“Economic Shortfalls: Immact on Brezhney

- The extremely poor agricultural year and the failure to achieve
unrealistically high productivity gains in industry resulted in the
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Towest growth rate of national income since World War IT and forced
a major change in next year's plans. In the production area, the much-
touted consumer program launched by Brezhnev over the explicit criticism
of Shelest and Masherov has once again been relegated to second place
behind heavy .industry. Investment goals are being sharply curtailed
except for agriculture, especially in land amelioration which is a long~
. time Brezhnev favorite, and, surprisingly, in consumer-associated
industries, which remain at their original rates. Explicit defense
expenditures, another Brezhnev area of specialization, are scheduled to
remain at the current level, and the sharp increase in absolute terms
in the "science" budget indicates that overal] expenditures will rise,
especially for research and development. Planned increases in the
retail trade plan were reduced, and. the pubTic was told that food and
consumer goods will be available during 1973 only “in the main."

Even though the economy is not in a recession, much less a depression,:
the Soviets are being forced to retrench, and the political ramifications
could be far greater than the statistics alone would suggest. Thus
far, however, what criticism has been voiced has been directed against i
planning and management officials, not the Party. The Party itself ?
has been resorting to such hoary standbys as calls for heightened labor
discipline and more socialist commetition. Brezhnev, moreover, has been
publicly praised for the results of his barnstorming during the Virgin
Lands harvest. He could cite with some justification the successes
obtained by his detente policy, which enabled the Soviet Union to import
massive amounts of grain from the US.

In sum, while the economic shortfalls can scarcely redound to any
leader's credit, political fallout to date has been minimal and Brezhney-
- associated programs have fared well. It is clear, on the other hand,
that he and his colleagues are probably suffering some diminution of
self-confidence as well as considerable chagrin over the shadow that
. these economic problems cast on their touted image of the Soviet Union
as.an "equal" superpower with the US.

Foreign Policy Pluses and Minuses : ' : .

Despite some setbacks in international affairs, Soviet foreign
political achievements are a plus for Brezhnev and a factor strengthening
his position. The most intractable and worrisome problem for Moscow now
-undoubtedly is China, and Brezhnev recently resorted to the most lengthy
public critique of Peking made by any Soviet leader since Khrushchev's day.
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But this is an inherited problem, not of his making; and the China
issue, because of its intractability, magnitude, and the sensitive

chords it strikes in Russian nationalistic feeiing, is probably more

of a unifying than a divisive force in the Soviet leadership.

The setback represented by Sadat's expulsion of Soviet military
personnel from Egypt, rather than a crisis for the regime, was more in
the nature of an injury to pride and a publi¢ humiliation that can be
lived down in time. That is Just what the Soviets appear to be doing.
Of course, there will probably be other disappointments for Moscow in
the volatile Middle East, but the Soviets evidently calculate that
adversities are the worthwhile price to be paid for playing a great
power role in that key area. There are presently no signs of leadership
differences over Soviet Middle East policy. ' .

The Soviet foreign political achievement that overshadows these
problems is the 24th Congress' “peace program," or more specifically,
detente policies in the West, with which Brezhnev has become closely
identified. In Moscow's calculation, it is achieving long-sought
objectives in Europe, and a modus vivendi with the US. In the process
the Soviet leadership is assuring for the Russian state probably the
greatest degree of security that it has ever known, and the lessened

possibility of international conflict fnvolving the Soviet Union is

an accomplishment that will be welcomed in the Party hierarchy as well
as by the citizenry.

-0f course, Moscow is paying a price for these achievements: in
resources expended in attainment of superpower status, and in sacrifice
of revolutionary zeal to make the necessary accommodations to achieve

" its objectives in the West. The latter course, in particular, has aroused

~ some questioning on the part of the politically alert part of the

population. Yet there is 1ittle evidence that the Brezhnev leadership

is. facing a significant domestic challenge on this issue. More importantly,
in seeking improved relations with the West the Brezhney leadership

is accommodating to political and economic imperatives of the day, and

this alone places Brezhnev in a sound position at home to the extent

that foreign policy is a factor in the stability of his leadership.

Leadership Maneuvering: A Brezhnev Plus but Questions Remain

'Changes of assignment within the leadership taken during and after
the Moscow Summit, where identifiable, clearly are manifestations of
Brezhnev's political clout. Shelest now joins the already-demoted Voronov
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and Shelepin, who puzzlingly remain in the Politburo. Ponomarev was
elevated to candidate membership while Mzhavanadze was dropped. = And

a newcomer to the Moscow political scene appeared when industrial specialist
Dolgikh was named a Central Committee secretary. ‘

Shelest. Bounced during the Moscow Summit in circumstances which
suggested that he was opposed to its convocation, Shelest was named
one of nine deputy premiers, evidently with responsibility for transportation
.and energy. His successor as Ukrainian Party chief was a long~time '
Brezhnev associate, V. V. Shcherbitskiy, who has shaken up the local
Party apparatus but apparently does not hold exclusive sway over Ukrainian
affairs. Shcherbitskiy has rapidly moved against manifestations of
Ukrainian particularism, such as a relative tolerance of pnationalistic
dissent and economic localism, which strongly indicates that they were
among the policy differences with Brezhnev which led to Shalest's ouster.
On the other hand, Shcherbitskiy's Dnepropetrovsk clique has had to
share the spoils with the established Kharkov grouping, whose foremost
graduate is Podgornyy. '

Ponomarev. The elevation of Party Secretary Ponomarev to candidate

Politburo member would appear to reflect the influence of the 70-year

old Suslov in his role as foreign policy specialist. Long responsible

in the Secretariat for relations with non-ruling Parties, Ponomarev -

has been somewhat more active lately in treating with visiting government
. officials from non-socialist countries. At 67, however, his promotion -

may be more in the nature of a reward for services performed than a

harbinger of a greater voice in leadership deliberations.

Mzhavanadze. The removal of Mzhavanadze, who was not believed
to be close to Brezhnev, seems to have been due to the unusual combination
of his age, 70, the poor economic performance of Georgia, and the high
rate of official corruption which is now being exposed. His successor,
a.young ex-MVD minister, has spoken warmly- of Brezhnev and rose to local
prominence after Brezhnev's close friend, Shchelokov, took over the USSR

MYD. -

- Dolgikh. As Party Secretary in charge of heavy industry, Dolgikh
. £i{11s the vacancy created in 1971 when Solomentsev was named RSFSR

premier. Only 48, Dolgikh is the second youngest man among the top 25
Soviet leaders; the youngest is Brezhnev-protege Katushev, 45. It is
difficult to determine Dolgikh's political ties at the moment but while
“in his home kray of Krasnoyarsk he met recently with Brezhnev, who is

U
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believed to have endorsed his plan for integrated economic development
there. Whatever his links to other leaders, the promotion of the youngish
Dolgikh is in line with the reported Brezhnev policy of elevating able
young specialists. §

Status Indicators Favor Brezhnev. Other political indicators of
Brezhnev's strong standing have been his major addresses to the May and |
December plenums in 1972, the publication of his third volume of speeches,
numerous feature-length films devoted to his major travels, consistent
citation in the media (particularly in Pravda), and the reappearance in
December at the 50th anniversary celebration of public endorsements by
high political figures of Brezhnev as "“head of the Potlitburo."® Another
was the surprisingly warm homage paid to him by the alleged "Cassius"
of the Kremlin, M. A. Suslov, on the occasion of his 70th birthday award
ceremonies. Finally, it should be noted that Belorussian Party Chief
Masherov has moved from a position of outspoken opposition to Brezhnev's
announced consumer welfare program to public endorsemant of his preeminence
in late May and December. It may be that Masherov felt isolated after
his fellow critic of "consumerism® was removed from Ukraine and decided
it was time to make amends.

Unresolved Problems

Though external signs point to Brezhnev's enhanced status vis-a-vis
his Politburo colleagues, it is always possible that they may be
misleading, for we know far too little about the inner workings of the
Politburo to reach any firm conclusions. Even if our surmise that he
has improved on his position is correct, this does not mean that he

. is necessarily firmly ensconced because a number of real or potential
problems still face him.

Health. Perhaps the most important at this stage is Brezhnev's g
health. While it is true that his recent illness does not appear to have :
bean due to a chronic condition, he does have a history of cardio- : :
‘vascular problems, is still overweight, smokes incessantly, and drinks -
heavily. = At age 66, signs of physical deterioration are noticeable,
but lack of information makes any prognosis highly speculative. Our 5
feeling at the moment is, however, that he will probably remain it g
enough to exercise his responsibilities for the mext year or two.

Politburo Opposition? There is no good evidence of opposition !
within the Politburo to Brezhnev at the present time. On the other hand, ;
that there:is argumentation over various policies seems quite plausible,
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and, given Brezhnev's mixed track record, we suspect that he has had

to defend policies he has advocated. The greatest danger that he would
appear to face comes from three men he has demoted -~ Shelest, Voronov, ‘
and Shelepin -~ who nevertheless remain full members. ' "

It is cohceivable that they remain only because of the regime's
known penchant not to rock the boat by "wholesale® purges, It appears
to us somewhat more likely, however, that they remain because on this
issue Brezhnev sensed his colleagues would be unwilling to alter the ‘
political balance so drastically in Brezhnev's favor. As long as Shelest, ,
Voronov, and Shelepin remain in the Politburo, any one of them or a \
combination constitutes a nucleus around which opposition to Brezhnev
could form. Their continued presence, moreover, constitutes a restraining
influence on Brezhnev's initiative.

Domestic Problems. As is the case with virtually all political
regimes, the real “gutsy" issues are domestic. Of these, the most

immediate one for Brezhnev and Company is the parlous state of agriculture.:
~ As last year's performance demonstrated, the vagaries of the weather

exercise an inordinate influence not only on the agricultural sector ‘
but.on the industrial as well. Although it is still too early to predict
the 1973 crop, it is already obvious that it did not get off to a good
start, and there are indications that the Soviets are already back in.
the world grain market. '

It is moot whether or not the leadership would be able to face
another bad year with the seeming equanimity that it has displayed
thus far. Consumer grumbling probably wiTl mount, as the latest
information from Moscow indicates that the worst shortages are yet

"to come. He do not believe that this discontent of the man-in-the-street,

however, will materially affect the Teadership equation unless it
permeates upward through a disenchanted Party apparatus and produces
cleavages within the power structure itself -- the Politburo and
Secretariat, the KGB, and the military high command ~- which could be
used by ambitious opponents of Brezhnev. At this time, we do not see.
evidence to this -effect, :

Other major problems include the growing sense of national
identity among the minorities, the lack of ideological elan throughout

L}
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Soviet society, and awareness of the increasing technological gap among ,
"the scientific and technical intelligentsia. Brezhnev and Company have : §
given explicit recognition to their problems, but the measures adopted 3
to date appear largely palliative, and they can be expected to persist N
if not worsen. Nonetheless, they do not appear serious enough at present .
to provoke a challenge to Brezhnev's leadership. :

Foreign Problems. Foreign political issues would not seem for the
irmedTate future 1ikely to have a debilitating effect on Brezhnev's
status, and may well enhance it, Detente policies in the West -- Brezhnev's
forte at the moment -- seem well established even if, as was the case
with the first session of the multilateral preparatory talks for the
Conference on Security and Cooperation in Europe, events do not proceed
as smoothly to Soviet 1iking as anticipated. Serious setbacks in the
improving relations with the US, especially failure of the USSR to get
MFN provisions from the US and the consequent impediment to development
of economic relations, could possibly reflect personally on Brezhnev. -
He might, however, hope to compensate for this loss with intensified
Sfforts along both economic-and political lines in West Europe or with
apan- ' i

The insoluble China problem is as divorced from Brezhnev's personal
leadership as Soviet policy toward the West is identified with it, and
will probably continue to be a unifying rather than a diversive issue for
the leadership. Ups and downs in the Middle East will probably not
seriously affect the basic thrust of Soviet policy in that area. Serious
turbulence or increasing independence among the communist countries of -
Fastern Europe would probably raise the most serious challenge to the
stability of Brezhnev's leadership, but this does not seem a likely

" prospect for the immediate future.

Brezhnev's Style: A Saving Grace

.. What we know of Brezhnev's manner of conducting business with his r

- Politburo and lesser colleagues suggests that he has taken care to touch |

base on all possible subjects. It is true that with his apparently - 2]

enhanced: status he could begin to act more imperiously and fail to !

"elear" initiatives, in the manner of Khrushchev. We think it more Tikely, ‘

however, that in times of stress he will be even more desirous of |

- soliciting the views of his colleagues in order to secure his political
flanks.

A major difference in Brezhnev's leadership style from that of his
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" rambunctious predecessor, wh1ch uould stand him in- good stead 1f an
"arithmetic majority" deve]ops against him'in the Politburo, is ‘the -
-~ - fact that he has taken pains ‘not to alienate the republic and prov1nC1a1 R
 leaders who comprise the majority of the Central Committee. His emphasis .
- on the importance of the-Party and government bureaucrac1es promotion -
“from within, and lateral transfer of officials out of favor suggest that
- he would have their support if a cha]]enge to his: 1eadersh1p were carr1ed
- to the Central COmm1ttee. ‘ , - .

: All 1n all we feel that Brezhnev is perhaps the ab]est Sov1et
politician who has survived and prosperéd under the aggis of Stalin:
--and Khrushchev. For a man of his bulk, he is very Tight on his feet

. and we beHeve that hws pohtica\ Tife expectancy 1s good ' _
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BREZHNEY. IS APPARENTLY INTERESTEND IN DEMONSTRATING MORE
SELF~ASSURED AND PROMINENT ROLE IN COLLECTIVE LEANRERSHIP
AT PRESFNT MOMENTe NEVERTHELESSs THERE .CONTINUTS THE

APPARENT LIMITATIONS AN HIS FREENDNM NDF gCTINN. ENA SUMMARY s

2+« PAST MONTH HAS REF™ ONE OF UNUSQUAL AETIVITY INCLUDING
INCPEASED PUBLIC  EXPraURE FOR RREZRNEV, AS CESRUARY BEGAN,

BREZHNEVIS HAND COULP RE.SEEN IN RESHUFFLE JITHIN NATION'S
AGRTCULTURAL WIERARCHY W4HIrH LED “TO NDEMATION OF FELLOW

POLTTRURD MEMRER PLOYANSKIY WHILE AT SAME TIME SIGNALING
INCREASED ROLF FOR MIMISTRY OF AGRICULTYRE. CHAIN OF
EVENTS LEADING FROM 22EZHNEV'S TOUR TO SIREILAN AND
VIREZIN LAND AGRICULTURAL HIERARCHY WAS AVERALL' EFFECT OF
SIGMALING BREZHNEV'S oERGANAL CONCESRN ARQUT IMPRQVING
COUNTRY 'S AGRICULTURAIL PERFDRMANCE WHEILT AT SAME TIME
SHICTING BLAME FORPAST FAILURES TN NTHERS.

2« FEBRUARY 19 AWARD FEREMONY HONARING POLITRURD
MEMBER AND SUPREME SnuIET CHAIRMAN PODGIRNIY AN NCCASION
OF ulS 72TH BIRTHDAY PROVIDED ANOTHEIR NeCASION FOR PURLIC
EXPRSURE WHICH WAS AT SAME TIME NNTEWNRTHY ©NR PRAISE
WHICH PNDGORNIY HEABE™ UPON BREZHNEV. S2FAKING OF THE
"OUTSTANDING CONDITINMS OF COMRADELY TRUST AND UNTTY WHICH
EXISTS AMONG US IN Tur BARTY, IM THE CENTRAL CAMMITTEES AND
IN' THE POLITBURO,™ HE SAID, "WE CORRECTLY STF IN THIS THE
SERVICE OF THE PRESENT COMPOSTITION OF TUE CEINTRAL
COMMITTEE AND THE PNLTTRURDs AND THE 3REAT SERSONAL

CONTRIBUTION OF Leli 3REZHNEV, IN BRILLEFANTLY UNIFYING

AND ORUANIZING QUR € LENTIVE, OR ENTIRS PA2TY IN
DECIDING THE TASKS CANFRONTING USe"

Le AREZWNEV'S TRAVEL 70 CZECHOSLOVAKIA [FEB. 21=25) TO
ATTEND THE CELEBRATINNS OF THE 2S5TH ANNIVERIARY OF THE
COMMUNI QT TAKE«DVER; =2ROVINED YET ANQTHER N7CASION FNR
ENMANCING HIS PRESTIAS AND FOR HFEAVY YEHRTA TOVERARE.

IT 1S PARTICULARLY NMATEWNRTHY THAT aRIZYNEV WENT TD
PRAGUE UNACCOMPANIEN aY aANY OTHEQ SGENJOR DAXTY OFCICIALS
THE TRI1P, COMING AT TiMC WHEN CZECHS CAYLD aSSERT THAT
SITUHATINN IN CUUNTRY wAD RETURNED TN NOIMAL FALLOWING
DUBTEK ANVENT!IRE,; HAn EFFENT NF PERSONALLY ASSOCIATING
BREZ7HNEY WITH CORRECTVESS OF SOVIET PALICY IN DEALING
WITH CLZECHDSLOVAK SITHATION OVER LONG TERMe IN ADDITION
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TO USUAL MOSCOW DEPARTURE AND ARRIVAL PICTURIES,; SOVIET

MASe MEDIA DEVOTED HEavy CNVERAGE TN 3REZHNIVIE ArTIVITIES

IN FZECYDSLNVAKTAY 04 FERRUARY 24 VIRTUALLY 75 PERCENT OF:

THE SPACE ON THE FROwT PAGES OF THE CENTRAL PRESS WAS ' -
DEVRTED TO AREZHMNEV TV PRAGUEs FUILLY 47 MIN)TES QF

EVENING TELEVISION NEWS COVERAGE AN FERRUARY 23 WAS

DEVATED TO THE PRAGUF CELESRATIONS WITH RREZHNEV GETTING
CENTRAL ATTENTIONe :

e SERUENCE UF EVEMNTS SURRDUNDING ISSUANCE “F VEW PARTY
CARDS PROVIDED FURTHED EVIDENCE NF. BREZYNEVIS STANDING

ON LEADERSHIP LADDE®, ALL CENTRAL PIESG MARNM » CARRIED:
LARGE, FRONT=PAGEs PumTNgG NF BREZUNTV SIGNINA CARD NO..
Buam@] ISSUED IN NAME COF. LENINs LESS PRAMINCNTLY nISa
PLAYED WAS PICTURE NF MNGCOW-8ASEN LEADERSHIP ATTENDING
CERFMONY. (IT INTEREQTING THAT GRISHIN, QHELEST AND
SHELEPIN WERE NOT SunwN [N_RICTURES AL THOUGD LT1STED IN
REPQRIQMéEhPAPTICIPATT“P IN_CEREMANY.. | TOLLAWING DAY

{MARCH 3] CENTRAL PEEAS ANNUUNCED, IN RELATIVELY LENGTHY
ARTTCLES, THAT BQEZHM¢V RECEIVED WIS NEW PATY CARD {NDw
ABRP@R1 IN PRESENCE ne PARTY SECRCTARIES. AL THNAUGH

PHUTOS 0OF CEREMONY NAT CARRIED IN PR2EQS, TVCONING TELEVISION
NEWS DIN HAVE COVER&RT NF EVENTe NNLY NSXT NAY (MARCH &)
DID CENTRAL PRESS MAYE RRIEF REPORT THAT OT4ER PARTY
LEANERS HAD RECEIVED THEIR NEW CARDS,

et M v A v et . L
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¢ RREZHNEV HAS ALSN oLAYED AN ACTIVE ROLE N FOREIGN
AFFAIRS OF LATE, SETTINGR THE TONE FOR SAVIET PoLICY ON
MANY IF NOT MAST OF Tuf KEY ISSUESs HT YAS INENTIFIED
HIMRELF GTRONALY WITWL THE VIETNAM SFTTLEMENT, “EETING
FOR THE FIRST TIME WITHFREQUENT MASCOW VISITOR LE DUC
THO AND CUTLINING- SNVTtET PNSTYAR ATTITUNES 1N A BANHUVT'
SPEFCUH NN JANUARY 3. kITH THE EXCERTIOW OF THTS NECEMBER
21 SEBUKE TO THE US n~ RENEWED BOMBING, HE 4AD REMAINED
AUT OF THE LIMELIGHT AN VIETNAM T8SHES UNTITIL THE NUTCOME
COULD 8Bf BILLED AS a QUCCESSe N APDAIENT EF FRrYT 19
ERAGE SCARS LEFT BY [ a®T JULY'S HYPULSIIN DT SOVIET
MILTTARY ADVISURS ANA [NENTIFY HIMET|E WITW SEARCYH £IR
PEACE IN MIDDLE EAST, BREZHNEV RECEIVED BOTY SADAT
ADVISER HAFEZ ISMAIL (FFEBe ¥1 AND WAR MINISTER ISHUALL =
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ALL (FERs 27)s SIMILABLY, RREZHNEV MET WITH SOUTH

YEMENT PRIME MINISTCG (MAR, 8)e FACT THAT RIEZUNEY

SHOULD CHOOSE TO WECCYVE JAPANESE AMBAGGADNZ (MAR. §)

CARRYING MESSAGFE FRNM JAPANESE POIMC MINISTER { [N

CONTRAST TO WIS FAILISE TO MEET LAST ACTDSER WITH FONMIN

OHIRA) 4LSO IDENTIFIen AREZHNEV YITW NEY EFEORT TO [MPROVE

HITUERTN FROZEN SUVIET«JASANESE RELATIONSs INSIDE THE ' e s
BLOMs BREZHMNEV HAS YA¢EN LEAD TO 307ST SOLINARITY WITH
FRATERNAL COUNTRIESs 1N ADDITION TO HI§ VISIT TO CZECHOS-
LOVAKIA:, HE WAS ONiv TUﬂ_LEADER TN MEET WITW NORTH ) '
KOREAN PARTY NELEGATIAN (FEBs 28) AND HE EVZN MET WITH
DEPARTING CUBAN AMBAGRADAOR (MAR. 7) IN MEEING WHICH

COUILD HAVE US~CURAN a2 WELL AS PARTY SISNIFICANCEs

7+ ASIDE FROM PERENNTAL PROBLEM OF. CHINA, PIINCIPAL
CLOUD ON BREZWHNEV'S HARTZON CONCFONS USeSAVIET ECONOMIC
RELATIUNS AND THEIR PNSSI8LE IMPACT ON RETUSN VISIT TO
UeSs IN RECEIVING APMAND HAMMER ‘

(FERs 15), RREZHNEV | “MT HIS PERSNANAL INFLUENCE, HOWEVER.
TO CURRENT SOVIET CAMSAIGN FUR INMCREASEN TRADE WITH UeSh
VISIT OF SECRETARY SunLTz WILL TEST HAW FAR AREZHNEVY -
WISHES YO GO IN IDENTTFYING HIMSELF WITH MO3T VULNERARLE
ASPECT OF HIS POLICY TOWARD UeSe

Be DESPITE EVIDENCE nr A PERHAPS STRENGTHENED PERSONAL
POSTTION, CIRCUMSTANCES SUBGERT TWYAT RrEZUNCY STILL NOES
NOT HAVE, AND PCRH4o4 DNES NOT ACTIVELY §SF¢,; COMPLETE
FREEDOM OF ACTIONs YT IS SIGNIFICANT THAT B2E7UNCV-
HAS EITWER NOT BEEN a2LF, 2R CONSIDERED [T UNWISE, TN
TRY TO REMOVE THOSE wuaD LOSTOUT IN 24ST POYUSR PLAYS,

SUCH AS SHELEPIN, VAR~NOY AND SHELEST, WE H4S NEMON«
STRATED WITH POLYANRKTY APPUINTMENT, YAMEVES, THAT HE

IS ABLE TO PLACE UNFE AF YDUNGER, 4BLEX LEADSRS IN .
VULMERARLE S0SITION. IMNFLUENCE OF KASYGIN APDADENTLY
REMAINS STRING [MITVFeS WIS RECENT TRAUALE~IHNNTING -
MISSIGN TO TYUMEN ANR UF8 NIL AND GAS o20DU~JNR REGINNS) .
AND HIS ANNOUNCED VIQTT TO SCANDIMAVIA)¢ RRZHNEY HAS

e i L T PP

LY e e

Capeas n

(Eere, S YEMEN] AND JAPANESE) WHN WERE RErCIVED ay
KOSYGIN LAST YEAR, ann~ OCCASIONAL MEETIVGS 2ETWEEN

KOSYGIN AND FNOREI(GNERR, Fefes NERPART NG ITALTAN AMRASSADOR
[FERs [R), ARE GIVEN wUCH LESS PRIMINENCE TJ4AN THOSE WITH

g, e g
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RREZHNEV. IT IS QUESTIONARLE WHFTHER R[PEZHNCV WOULD WISH
TO TAKE ON BURDEN OF OENTIFICATION WITY ATLING SAVIET
INDUSTRY QM TOP 0OF as?ICULTURT. FACT THAT ONLY PRAVDA
UKRAINY REPORTED MEETINR HETWEREN UKIAINTAN SARTY LEANER-
§HIPs LED BY POLITAIDA PROTEGE SHAHERBITSKIY, AND
BREZHNEYV EN ROUTE Tn 2RAGUE SUGGESTS THAT NYISCUSSTON.

MAY HAVE HAD INTRA«D,QTY IXMPLICATIONS (B3 RTRENRTHENING
GHCHERBITSKIY'S PUSTYYON VIS-A-VIS SHELEST) WHICH ‘
AREZHNEV PREFERRED NAT TN PUBLICIZE IN CENT?ALI PRESS.

9e¢ COMMENT! BECAUSE anE?HNEV IS ASSERTING HIMSELF
. MORE TUMAY NOFS NOT MTAN THAT HF 4AS CLTAR SAILING

AHMEADe THE INTERNAL ©eKTY SITUATINN AND THE BURDENS

OF LEADERSHIP OF SO roMPLEX A STRYCTURE AS THE USSR

SUGREST THAT COLLECTIVE LFEADERSHI® JILL REMAIN THE G

CORNERSTONE UF PARTY =0OLICY: THERFAY 1M®ASING CONe

STRAINTS 'ON BREZHMEVt= FREFDOM OF ACTIOV. ANDITIONALLY. .

HE EACES ENOUGH INTFRNAL AWRICULTURE, SENERAL ECONOMY) 3

‘AND FOREIGN POLINY [rwIMAs MIDDLE €A8T, US~-SOVIET '

ECONOMIC) PRORBLEMS @n THUAT HE REMAIMS DATENTIALLY : i

VULNERARLE TO CRITICTZ™ AND EVEN CHALLENGEs HOWEVER,

GUR ANALYSIS REMAING «SSENTIALLY THAT 0P LAST FALLS

{MORCOW 89121. GIVEM ARTZUNEVIS ARILTITY AT INEYGHTING,

HE SHOULD MANAGE I0D &=FEAD RESPONSIRTILTITY FAR ANY SETRACKS)

AND THERE 1S MO QERYMIIE NANGER TUAlﬂglsnnau;mwnasr

WILL RBE ERNDED IN THE COMINME *0NTHS JNLESS «E IS STRUCK

BY aN UNLIKELY CONSTELLATION OF FIRCIGN AND DOMESTIC

ACRIQESS
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The appointment of Dmitri Polyansky as Minister
of Agriculture comes &t a time when tha political®
struggle among the Sovict lsadership has reached
an_intensity_not. scen _singe the ceieat-of. the. .
Shelepin facti on_in the wake. of the Six-Day War
in 1967, B .

Commentators in the West have been asking
whethar this appeintment is @ dersotion for .
Polyansky -ora sign that the agriculwral crisis is

- pow so grave that the immaodiate atiention ot &
full Member of the Poiitburo is required. But this
is to put the matiar 100 schematically, too much
as a questicn of “either . . o',

In Moscow, no doubt .is felt that Polyansky’s
new post represenis a demotion, Theig'is only one
precedent for a member of the Politburo becoming
Ministor of ‘Agriculture. This. was when Rebert
Eikhe was appuinted 10 the post in Octeber 1937,
He was already on a secret list of those to be
exccuted, and went 1o the Lubyonka a few months
later. And it is aiso recalied that if Liclotov and
Malerkov had succeeded in their attempled coup
in 1957, ‘they proposed to transier a defeated
Khrushchev to that sarme post.” :

Soviet agriculure hus, of course, boen through

No Obijection to Declassification in Full 2010/04/07 : LOC-HAK-32-4-2-9

a whale s_"eries of ¢rises in the past couple of
decados, without the RMinistry becoming a Polit-
buro appoinimant. Indesd, one of the oddast

things about Soviet agricuiture is the length of

tenure of its successive Ministers throush thick
and thin, famine and crop failure, dust bowls and
machinery breakdown. lvan Eencdikiov was
Minister or Doputy Ministar {or in ¢harge bf one

of the Ministries into which the sphdrg was.

occasionally divided) almost unintarruptedly
from 1838 to 19289, remaining while Stalin-and

his successors chahuad and (only too literaily)’
chopped successive holders ef many otier posts.
Viadimir {iatskavich, who has just bagn resnoved.
‘from the post, held it, or its Dezputy’'s posidon .

from 1952 until Khrushchey {ired him in 19€0;

and he was resiored in 1965-1973. Such men.
have olten been criticised, but it has never been
suggested that the day-to-day work’ - of their
‘tainisiries needed a higher type of being. . -

The reason has been that the post of Minictr

has been ons of techaizal bureaucrat, without Gy
respensililily for policy. General decisions wers
faken in 1o Politburo as a wheler the efiective
teader of the Party bas always been pursomally

concermed, and a luss senior memer ol Jihe
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Politturo has always been directly responsible.’
Under bim, and assisting him, a hiah pificial of
the Party apparams-——eimsr the hoad- of its
Agriculiural Department, 0F 3R aciual Pany
Secretary—has been the other mnjor figure above
the Minister.

The preaent position is that Brazhnev has per-
sonally -msde‘agricululre one of his main con-
cerns, even in & numbar of pubiic speechss.
Polyansky. foliowing  Vorohov, whose
appearcd too radical for the: leadsrship, was ths

fnsd

Polithuro Member in charga; anc Kulohov rep-

resented the Party apparatus. Kulaikov is now 4
full Member of the Politbure, and the official
position weuld seem to be that hs will hence-
forth exert at feast as much, andlon the face cf
it more,” power in the. {ield than Polyansky him-
self. The fact of Polvanshiy’s rernoval from’ his
First Deaputy Chairmanshin of the Council of
Ministers is also most significant. There is no ruia
that & man in charge of a Ministry may not algo
ba & First Depuly Chairman, of Doputy Chairman,
of that Council, and in the past they invariably
‘have been——excspl when in the graatest disfavour
—for axarnpie, iviololov retained that rank while
also being Minister of State Control in 1865 and
similarly with Kaganovich when he was made
‘Minister of the Construction Materials Industry
in that year. it was even regarded as a notable
rebuff when Malenkov, rernovact irom tha Pramiaf-
‘ship allegedly for incompetence, bename a mete
Deputy Premiar rather than -a First -Deputy
Premisr, when appointed Minister of Electric
Power Stations. In any case, there is no reason
why Polyansky should not have kept a Deputy
'Premiership. ‘ . o

-

Polyansky's position on agriculture has heen
‘more of less that of Brezhnsvi though he has
constantly demanded a greater allotment of re-
sourcas to it {as in his article in Kommunist Mo,

20, 1969}, On other issuas, he sesms generally

1o have taken the rather more anti-Stalinist line -

‘both in Khrushchew's time, when his speeches,
{like Podgomv‘s)‘conaistemly put forward a more
*liberal™ K hrushchevite view than Brozhnev of
‘Kosygin. Indeed, he first came to prominence as
.one of the most active of all Central Commitiee

R
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members in forwarding IKhrushchev's fight against
the old ling leadership in

also one of the main managers of the coup against
Knrushchev in 1964}, tiore recently tie has been
reliably reported as opposing
of dissident writers.

He has thus on the whole taken a ling on
varicus 1ssuos independent of, and not naturally
acceptable to, Brozhnev, to vhom he owes
poithing. He has now suifered demotion, and also

gen putin @ position where he can be hald per-
sonally responsible for the next great agricultural
{ailure.

This in no way coniradicts the idea that the
loadership’s view of the agricultural crisis is 80
grave that it fecls tnat only & most compatent
ad_minis:rator {as Polyansky is repuigd to bel.
with the utmost pressuras of responsibilities on
his head, can even hape to COpe. 1 e current
failure of snow cover in the Soviet Unien {whici
can hardiy ba thought of as Polyansky’s responsi-
bility) really produces @ your as disastrelis as
1972, the leadership. will indesd be facing a
major crisis, and in Soviat conditions a major

1857 (though he was

soime of the arrests .

crisis autornatically transforms itself into exteme .

‘political tensions 2t the top. The firing of -the
Ministar, the extremely ‘serious -allegations of
viclations of State discipting against @
subordinate, Sergei Shevchenko, Chairman of the
RSFSR  Agricultural Supply Orgenisetion, are
obvious evidance of great anxiety and pressure.

The international significance of a further crop
failure must of course be enormous. We will be
considering it, together with otner factors, in
future issues. .eanwhile, it would be a mistaxe
to underrate the mers political -efiects in the
Politouro. In Russia, all real politics is con-
centrated in the [oadership. All chence of change

lzading

depencs. {at lcast at presert) on the potential

expiosi,\'eness‘ at the top. Pelyansky'’s - appuint-
ment, and the whole agricultural’ situation, are
only ong of the many fuctors now simmering
dangerously in the Kremlin: The leadership is in
disarray, faction prevaits—and can be seen in
aggravated form in many other fields, as we note
below in connection with the national problem.
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LEADERSH!P PROSPECTS
SOVIET-U.S. TRADE: THE MOSCOW VIEW
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THE SOVIET UMION AND MIDDLE EAST OIL {PART 2)

MIKOYAN'S MEMOIRS
THEM AND US
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" Brezhnev's minor illness in the autumn started
. much speculaticn on the future (zadership of the
USSR, nat only hare, but in Moscow circies 100.
On his recovary, it died down to some extent.
But it has lately. gained a new lcase of life as
reports about his gcnnrany unzatisfactory physical
cendition circulate (a bad heart, allegedly, as
well as a peor liver, and smoking 0o much into
the bargain). With a General Sscretary in his
67th year and not in the best of health, paople
are once again talking about possible successors,
1t is not merely a matter of Hersomlmrs, more-
over. The diszppearance of Brezhnev might well
signify a changs, either for the better or for the
worse, in the policies pursued in the Kremlin—
depending ‘on what political combinations re-
suhpd from the new leadership, And it is here, to
some extant, that the main vulnerabmty of cur- -
rent American policy may perhaps be t‘aouqht to
lie—in the lack of any built-in stability in th
.pohttcs of the Communist countries. In China, as
s often poinied out, the problem is similar. And
.-t‘:e Chinsse now tell us that Lin Pao had nf.‘vreo
the Russians iemtory in exchangs for their sup-
port. This may merely be a smear, of refar-to no
more than a Prepos: gd settlement of the dispute
about the islands in the Amur, and so on. But it
has long: been clear that Lin had Russian sup-’
port, and that he might well have succesded in
scizing power but for bod luck; and that this
mught wall have very gravely affectad, at least {or
the time being, the cuirent balance of pewer in
the world. ‘
Brezhnev, who is tmonod as very concerned.
with his role in history, has for the time bging

_ : No Objectioh to Declassification in Full 2010/04/07 - LOC-HAK-32-4-2-9
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‘moves with expensive fleets in the Middle East

point, if he came frem among the present leading

" KirHenko, are respoctively four years older and
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struck a balance, or made a compromise, be-
tween the lona-term -total irreconcilisbility in
mattars of power and of ideclogy which pos-
snss3s the apparat and the immediat necessitics
impesed on Russia by crop failure, industrial
backwardnags, Chinese hostility and the othar
twouhles besetting the regime. And it may be falt
that a successor must pursue similar policies, at
least while undar the current constraints. On the ;
other hand, the Brezhnevite policies contain :
several “contradictions’” as a Merxist would say. ‘
Not merely the fact, to which we have often
adverted, that a measure of political datente and !
of economis dependence on the West has boen ‘
combined with an extreme assertion of ideologi-
cal autarky, but also that policies not truty com-
patible with the main line, such as the forwerd

and elsewhere, have had to be sllowed. And 5
there is litile doubt that this has been, in one as- :
pact, 8 sop to a more aggressive minority in the
Polithuro.

How the balance of forces in the Politburo
would develop if Erezhnev died or become in-
capsble is as yet unclear. Brezhnev himself hzs
bcen building up a cadre of men mainly in thair
early 40s, which he presumably intends to usz to t
re.p..ace the oldar geaeration. of bhis colleagues
and rivals. A replocement for Brezhnev at this

{iqures, would hardiy be younger than Brezhnav
himseli. Thetwo senior Party figures, Suslov and

the same age. There is speculation that a suc-
cessor might be found among the younger graup.
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- ally, that
‘tend 1o the lass centralising view of the national-
ity problem. At least, in his spaach he used the
‘phrase “all our peoples”™, which was corrocted

Y -
.
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Shelepin, tha.former loacs
dition’ is nat at present much spoken of.

* the “'young"’ cppo-
Poly.

ansky is believed to be a sick man too. A namo

now much bandied abaut is that of Mazurov, as a
political candidate for one or other of the top
posts. ‘ ‘
“Mazurov was selected this year to daliver the
formal sroech on the Celebar Reveluticn, This s
traditionally given by & mobar of tha Falituro.

The significant point is tivr sevaral inombars,
9 )

including Kirilenko, have nevar given ine report
at all, while Mazurov has zirsady had the hancur

- once before, in 1968, Only Brezhnsy himself

(1864 and 1987), Podgoray (1963 and 1959)

and Susiov {1536 znd 1870), of the current

leadership, have previously had this honour,

- There is fittle doubt in Mozcow that the point has-

its significance.
There is seme very slight indication, incident
Mazurov, who iz a Byelorussian, may

in the version of the speech as actually pub-
lished. Indeed, it is not impossible that the sat-
plece in Pravda the following day on the \whole
question of the “‘Soviet poople’” (see SOVIET
ANALYST, Vol, 2 Ne.1} mav have beszn a ratort
to this. Such epparentlv minor disputzs on
ideological phrassology have in the past playad
impoctant rolss in the pelitical in-fighting: for
example, when Molotov was censured in 1955
for saying that “the foundations of a socialist
society” had been built in the USSR when ba
should hava said that socialist sceiety jtseli had
been so built (Kommuniss, Qctober, 1955).
But Mazurov is 58, (Shelepin and Polyansky
are 54 and 55}, Stalin’s heir 2pparent, Malenkov,
ranked as Numbsr 2 man when he was 47 or 48.
Stalin himself bacams the country’s leading
figure when he wes about 45, Indeed, Lenin him-
seif was only 47 when he made the Revolution,
The balance of probability appears to be that if
Brezhnev lasts anotier 5 or 6 years, his currant
rivals will no lonaer be very credible and ha may
have time to promote youager man. If he ware

- 10 go now, it seems likely that the presant Polit

bure would not fet power out of its own hands.
In later issues of Soviar Anzlyst we will ba con-
sidering the careers and attitudes, in so far as
they are known, of the main Tigures in the present
leadership. ' '

A povserful boost for .Brezhnev—and, less
effeé;tively, for his direct alliza~—cama with the
publication at the beginning of December of the
third velume of his Works (The Soviet Com-
munist Party in tho Struggle tor the Unity of Al
Revolutionary and Peace-Laving Forces). Pravda
(& Decembor, 1972) prints a long editorial on
this volume, and this was broadeast not only on
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the internal but on most of the "Saviet axternal
“services as well, Brezhnev emerges ag a first-
ciass Marxist, and a spiendid tactician in the field
of international politics with which the volume is
largely concerned. .

On the other hand, the Central Commistce
Plenum held on .18 December anncunced tyo
changes among the leadership. First 'was the
expeeted removal from his position 2s candidate
member of the Politburo of Mzhavenadze, The
second was the premotion of Viadimir Dolgiiih to
be Secretary of the Central Commiittes in charge
of Heavy Industry, That there has baen difficutty
about this post is ¢lsar, sinca it has besn aifec-
tively vacant sinca July, 1971 (whon Mikhail
Solementsav was
the Council of Ministers of the RSFERL In 1985
Dolgikh was head of the Mining and Mietaliurgical
. Combing at Norilsk, which was one of the firet 1o
"be reorganised on the principles of Kosygin's
economic reform of that year. In 1289 he was
promoted to he Firgt Secretary in Krasnoyarsk, in
spite of soma almost certainly politically - moti-

r-lfvamd criticisms of his factory which actuzaily

2 -
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“appeared in the Party

theoretical organ Party
Life. There is thus at least some presurnption that
the delay in filling this post on the Secretariat
was due to political disputes, and that Dotlgikh
himself is probably not to be regarded as g pro-
tege of Brezhnay's, :

Mezanwhile, as we have earliar reported, there

are evident signs of hostility in the Politbure to.
Brezhnev's policias. It has baan noted too, that for

aver a year /zvestia (the organ of the Sunreme
Sovist, "2s against Fravda, of the Party’s Central
Committee) has been centinually emphasising
the advantages of collectivity in leadership at all
lavels. Such isolated campaigns by /zvestiz in the
past have invariably bsen signs of confiict be-
tween governmental representatives and the lead-
ing figure in the Party. lzvestia itself ran & line
contradicting Pravea in
. 1956, putting Malenkov's view against Khrush-
chev's; and again 11 vears later, when govern-
mental represeniatives such as Kosygin were
attampting to take the economic reforms further
than the Party ideolodists wished.
Collactivity itsolf hag invariably been stressed
while attempts were being made to timit the
powers of the leading tigure of the Politburo:

again, there are a number of examples from-1853 -

on. There seems litile doubt that fzvestia’s atti-
tude redlects (1o put it mildly} a desire 1o pravent
Brazhnev extending his power. In particular, his
mave ta create a USSR State Councit”, whieh
became known in September, 1971, appeared as
a throat especially to the position of Podgorny.
For the schems implied a reorganisation of the
state leadarshin, to yive Brezhnev effective con-
trol aver areas now run by the Presidium of the

promoted to chairmanghio of.

late 1954 and eariy
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Supreme Soviet and the Council of Ministers. It All in ali the stability of the ruling group re-
is worth neting, too, that Mazurov's anniversary mains threatened by faction, as well as by ag
report dealt with th2 subject of collectivity in and sickness. .
four separate passagos,
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